hersafier disclosed, through no act. omidsion or fault of such Party, in any manner making it
available to the general public.

'he Parties agree on 3 o m o[ the lm |n this Sertiof: 'a;follows:
Agreemem shall be govcrncd by the gpagcable federal law and bv the domestic laws

{o cold ict of law pmv;s;ons“, The _Pzg g Q gg;
e N

{ - Commlssion . i amrn subject
to h >y pph i

29.7 Taxes. Each Pany purc%ashg rvices hercunder shali pay or otherwisz be
responsidle for all federal, statz, or local sales, ufe, excise, ZrOss reseipts, transaclich ¢f simiiar
taxes, fees or surcharges Javied against o upon guch purchasing Party (cr the providing Party
when such providing Party is permitied tb pass along to the purchasing Party such taxes, fees
cr surcherges), exeept for any 1ax on cnhcr Party’s cOrporale existence, status cr irngome.
Whezeverl pomble tnese amounts shall be biilgd as a separate itm on the invoicz, To the
extem a sale is ciaimed to be for resale fax exefnption, the purchasing Party shail furnish the
providing Party & proper resaie tax exemgtion ceftificate a5 autherized or r:q.nrad by sty ©r
regulation by the jurisdiction providing said s *mij tax exemption. Failure (o iimely provide said
resale tax exemption centificats will resudt in n exemption being available to .hc surchasing
Party.

29.8 Non-Assignment. Neithe Pa'ty mav assign or transfer (whether by operation of
law or otherwise) this Agreemen: (Qr any mzhs or obligations hereunder) t0 a 5itd pamy
without the prior writian consen: of the other P:m provided that each Party may zssign this
Agreement 10 a corperate Affijiate or an é.mty under its common comuol or an entity acauiring
all or substantially ail of its asses ¢f °quty by providing prior writ:en notice tc tha mh er Pary
of such assigament ¢r transfer. Any anrnm"u assignmment cr transfer that is oot permitted iy
void ab initio. Without limiung the gene'ah'y of the foregoing, this Agreement shall be kiadinz
upen and shall inure to the beseflt of the Parties' respective suctessors and assigns.

29.9  Non-Waiver. Faiure of eilker Panty to insist on performance of asy izmm ¢
conditicn of this Agresmer Of 10 exsTUiSe any right or privilege hereunder sha!l no: be zons:n ,ec
at a centinuing or future walver of such term, condition, right or privilege.

28.10 Dispuied Arcounts
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misconduct), whether clm mma or in tont, shall be limited ‘o &
credit for the actual cost of the services or functions not perfcrmed
or improgerly performied. i
6.7  Neither party shall hal«e any habmty whatsoever tc ¢r through the
other for any indi rect,{specaal lor ccnsagquentia) damages,
incluging, but not limited to 10ss of anticipated profits or revanue or
other eccnomic loas ih cennection with or arising from anythirg

sald, omitted or dorie |hereunder, sven if the other party has tssn
sdvised of the pcssibi IIty of such damages.

6.8 Ameritechis rct hable for the acc.Jracy and content of CNA data
Exchange Carrier dalivers to Ameritech. Rsther, Exchange Carrier
is responsiole for the ccuracy and content of such data and
Ameritech is the c.'st&dxan of such dats and is responsitle fer
mairtaining e acouracy and ccntert of that dats as deliyered.

d«gu_aam%m MWWWM
made-0n or tefore Nbvempber 301996, the Parties shali sutm !¢
the Commission an agreed Woon provision establishing
mmmﬁaﬂmﬁmﬂm@gibns of ligbility in TCG's
tariffs and comracts. An the absence cf such aqreement, each
Party shall submit ta the Commission its version of the aperoerists

langusge. |

810 Tress remedies sralllbe exciusive cf all cther remadies against
Ameritech cr Exch ange Carrier, their affiliates, subsidiaries or

parent corporation (:rtudmg thsir cirectors, cfficers, emgioyess cr
agerts). |

7.0 Rscord Retenticn |

Excett as otnerwise raquireﬁ by law cr agreed to \n writing, eack Pary
shali mairtain all becoks, records, émracts, instruments, data and other
documents, including ail sccounting records, and any cther information tat ray
te stcred on ary compuier medium (coilectively, the "Recorcs’), ralating o the
cericrmance of iis otiigaticns under this Agresmert for 5 perioc which s~all be
the greater cf: (1) twelve (12) morths, (except for mechanized racords wh o=

shall be kept for two (2; merths) or (i) sach parly's existing comperate reccres

10
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Q.

AL

What is the purpose of your testimony in this c;ase?

[ will be reviewing Ameritech Michigan Inc.’s (ACI) application for a license to
provide basic local exchange service in the Michigan exchanges of Ameritech Michigan
and GTE North and then presenting a number of options for Commission
consideragon.

Why will vou be presenting a number of options?

Afer my partcipation in the previous applicaton by ACI, the passage of 1995 Public
Act 216 in Michigan and the passage of the federal Telecommunications Act of 1956, 1
believe the issue of licensing ACI is not a simple martter. A number of opdons appear
t0 be available to facilitate Ameritech’s participation and contribution o the
introductdon of additional compettion in the telecommunications markets in Michigan.
Why do vou believe this is not a simple matter?

T -

~ave concem about the uming of this applicadon and Ameritech’s entry into e

W

nterLATA long distance market within the State of Michigan. It se2ams 1o me that
ACI's sole jusaricadon for a license 0 provide basic local exchange service in
Michigan is the company's perception that Customers want one stop telecommunicatons
shopping.

What makes you say that?

ACI witness Dr. David Teese begins a discussion (T-1435) in which he lauds the

henefits of Integrated service ofierings consisung of local, long distance and other AC!
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services. Witness Mr. Ryan Julian (T-333) concurs with Dr. Teese's belief that one
stop shopping is benericial. Mr. Steve Nowick, the president of ACI, indicated in a
press release issued on Apnil 11, 1996 Exhibit S-__(WIC-1) that he believes one stop
shopping for local and long distance service is one of ACI customer's neads.

Q. Do vou disagres that there are compettive benerts associated with the one siop

shopping for telecommunicatons services?

Al No
Q. Why then do vou have concam with this application?
Al First, one stop shopping does not appear to be a basis {or 1ssuing a license. At 179, as

amended, establishes other criteria. Second, should the Commission issue ACI 2
license 10 provide Dasic local exchange service in the service termitory descriped i ihe
application, the company's holy grail of one stop shopping is sull not within its 27aso.
ACI remains barred from providing interL ATA service undl Ameritech compiies with
cerain provisions of the federal Telecommunicatons Act of 1966,

Q. [f that is the case. wihy not lust wait for Ameritech's compiiance. Then move on?

Al With compliancs comes Ameritech's ability to jointly market local and toll service.
This raises the quesuon of whether ACI even needs to provide dasic local exchange
service to offer one stop snepping. The proposed order which was pending before the

rederal court whnen the ‘ederal Telecommunications Act was enacted required that both

local and toll services de provided by the same, separate subsidiary if thev were :0 de
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: joindy marketed. However, a simijar requirement was not included in the federal

2 Telecommunicatons Act of 1596, There appears to be no requirement in either state or
3 federal law which would prohibit Ameritech from joindy marketing the toll services of
4 ACI with the local service of Ameritech Michigan.

3 Q. Since Ameritach must offer interLATA toll service through a separate subsidiary,

5 would you consider jointly marketing Ameritech Michigan local service and ACT oll
7 service as a nit conrusing :0 customers or potential customers?

3 Al On the contary. In my opinion, cusiomer confusion may result if two subsidiaries o
9 the same corporation are permitted o offer the same local service. Customers might
-0 misundersiand that Ameritech Communications as basic local exchange provider is
il different from Ameritech Michigan as basic local exchange provider. Any conlision
2 which might result given the other alternadve (i.e., ACI provides the ol and

2D Ameritech Michigan orovides the local) would at most e short lived anvhow in mv
- opinion.

3 Q. Why co vou believe this to be the case?
s Al Because the separate subsidiary requirement {or the provision of toll services can zo
. away as 2arly as within three vears. It appears Ameritech Michigan could then offer
03 both local and roil services anvhow.

> Q. What siandards must ACI meet to save this Commission approve e company's

20 applicaton for a license?
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Al The Commission must review this record to determine if ACI has surfictent financial,
technical and managerial resources to provide service throughout its proposed service
territory. Next the Commission must assess the impact of granting the license on the

public interest. In maxing :fis review, the Commission must be cognizant of :he

requirements of Act (79 Secuon Z03(3). This section indicates “The burden of provin

aaQ

a case filed under this act shail be with the party filing the application or complaint”

Q. What evidence exists that ACI has the necessary financial resources?
A, ACI relies on the tesumony of one witness, Mr. Patrick Earley, to identfv the financial

resources available 0 ACL. Tnat discussion begins on T-396 and contnues through
104, This segment or :he record is the wimness' direct resimony. Cross examinauon,
redirect and recross examinaton are contained on pages T-403 through T-468. The
witness offered several 2xaidits which were financial statements of Ameriteca.
However since the wimess was not conversant with the exhioits, they were not made 2
part of the record (T~475). At this ume the Commussion aas only this recorc o Justry
the financial resources availabie 0 ACI. This record s the direct tesimony of one
witness, the associated cross examination an organization chart of ACI (A-17) and ACI
orficer resumes (A-18). Further, this record also shows Mr. Eariey ¢id not <low,
within an order of magnitude, the financial resources nescded to roil out hasic local
exchange service to the exchanges listed in the applicaton (T-419). Finaily ACI nas an

annual nnancial siaiement, dut elected not 1o provide it in this proceading (T-4270.
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Q.

AL

What evidence exists that ACI has the necessary managerial resources?

This record and the discovery phase of the case presents the Commission with a
dilemma. Much or the business plan for ACI appears o lack any dewil. Although
witnesses Julian and Earley identify the general categories of proposed services and the
current work force. Exhibit’s S-31, 33 and 35 show the company has not mace
projections concerning the magnitude of discounts needed :0 be profitable on a resellsr
basis. Further, no pricing plans have been finalized. Also Mr. Earley tesufied re did
not xnow how much swarfing would be required to provide service consistent with
ACT's applicaton.

In addidon the complexity of the Amernitech Corporation and the almost idendeal unit
names presents some uncertainty about who sells what services to whom and on whose
Hehalf.

The Commission must derermine whether this ambiguity and lack of specificity s e
result of a poorly prepared presentation or a plan o release a minimum amount of
informaton hoping it will be enough to satisfy regulators.

What evidence exists that ACI has the necessary technical resources?

ACI intends :0 orfer basic local exchange service as a reseiler and facilides based
orovider. The company is not exacty sure when or where it would opt 1o consTuct
facilites. This is pointed out 2y ACI witness Ms. Diana Cantuon T84 7. _butat

some point, ACI may aiso provice local exchange services using its own facilizes.”
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i ACIT will be utlizing resold long distance services and conciudes that the provision of

z resold local services requires no addituonal technical knowledge. In addidon, the

)

company believes as pointed out on T-434 the technical knowledge and resourcsas

b~

needed to resell are complimentary to the construction of facilities.

3 Q. What is the Staf?'s recommendation related to the financial, managenal and technizal
5 resources of ACI and :he company's ability to provide service 1o customers rag¢2sun
T such service?

2 Al Starf believes this matter is quite subjectve. Unlike Case No. U-10934, ACI's last
3 attempt to 2et a license, the company has suppited more information related to thes
0 factors. Stalf delieves that Ameritech Corporation is a major player in the
i telecommunications market place. Based on publicly available financiai documenis
2 Amerizech Corporaton has proven it is able to‘produce profits at leveis unieard of in
2 the oreviously regulated monopoly telecommunications eavironment. In many <ases
- Amentech s offering cuting edge technology to its "high 2nd" or "communiczions
2 intensive” customers. It seems likely that Ameritech Corporation could infuse ACI
K| with the corporaie resources necessary o sausiv Michigan's licensing requiremants.
. The Commission nowever mus: determine I the record in this case cleariv illusiates
LY that fact

S Q The next matter 70 De ceait with in this appiicaton is the impact grantng the Zz2nse

-~

By would have on :he public interest. Would vou discuss the public interest concarms
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which the Commission must deal with in this application?
The Commission is not required to determine whether granting this license is in the
public interest or enhances the public interest. The Commission must only determine
that granung a license 'o ACI is not contrary to the public interest. At first, the
concept of ACI competing with Ameritech Michigan for local service does not even
pass a regulatory "red face test”. The thought which immediately comes 10 mind is,
“How can a major. cominant company compedng with itsei do any thing but zarm the
nublic interest.”
The next thing that comes t0 mind is whether the Commission should issue a license to
ACI when one could argue ACI does not need it to provide one stop shopping. As [
stated earlier, Ameritech can jointly market local and toll once it satisties the
"compettve checklist” and enters the :nterLATA toll market. Further in three vears
the recuirement Jor 2 separate subsidiary can be removed obviating the nead “or dual
dcensing of ACT and Ameritech Michigan. The Commission is faced with determining
whether granting ACI 3 ilcense 1S contrary :o the public interest because ACT made a

<

corporate decision 0 want a license rather than any requirement that it neads a licens

=1
HATwN

[s there a possidility that everyone would be worse off, therefore the pudlic it rerest

Lu. WIS

1

harmed if ACT zot a lcense?
No. Obviously ACI's real compeutors would be harmed because there was a new

enmant in the market. This IS 0ot harm however, it Is competugon.
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nere are three primary categories of customers which w:il exist if ACI is granted 3
license 1o provide basic local exc e service in Michigan. One would be ihcse

customers :hat zlect 10 have non-ACI providers for both toll and local servicss. Tae
second woulid be those customers who elect to have ACI provide toll and local service.
Finally there would be tnose whno elect to have a non-ACI toll provider and Ametiech
Michizan orovide local service. [ oelleve the impact on the pudlic interast shou.d 2e
measured Dy impact on the third group of customers--Ameritech Michigan local service
customers.

Whart wouid vou consider not contrary (o the interests ol those customers’

Simply that group of customers should be no worse off in terms of service. price.
guality and new product availabiliity than they would have besn absent the licensing of
ACL

Would veu expand on this concept?

The Commission could issue a iicense ror ACI with certain condidons. The condizons

must inciude the aditonal service requirements such as 911, directories, eic.
Trme Commission must also recognize the distnct possidiiiny nar ACI as a subsidiary

Tay cease to exist in three vears. ACI should 2e permirtted to provice local service
olely through resale. Should ACI be permitted to dbuild ractiites which dupiicare

Ameritech Michigan facilites and ACI ulimately becomes an Ameritech businass unit

-ather than a subsidiary, the capuve customers will be surdened with recuncant
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facilides and costs. Acdditonally, during the imer&m three year period, if two
subsidiaries are reguired 10 compete [or available corporate funding for the provision
and enhancement of the same basic local exchange service, the Ameritech Michigan
capuve customers are likely to be the losers. Competing for other corporate resources
may occur as vell.

What about the protection existng in the federal Telecommunicatiors Act of 18587

I do not believe the Commission is required to, nor is it good regulatory policy Jor the
Commission 0 order or reguire that a licensee obey the law. Legal behavior is
expected!

Unfortunately the record in this case points out the Commission cannot rely on
structural safeguards alone. For example on T-174 and in CCACUO0EQ Dr. Tesse
admits he relied on connicental informadon related o the locaton of U. S. Signal's
nerwork which ne received Tom Amernitech to devalop fs estmony as a witness Jor
ACIL Additionally Bul Coie of ACI was previously responsidle for the cantal orfice
orovisioning for Amenitacd. He now is in the employ of ACL. Ee cerainly brings

nerwork informadon about ACI's compertor-Ameritech Michigan with hir

o
w

nearing in this case is ancther example. Attornevs Amy Clark and Daniel Demlow
represent ACI one day and Ameritech Michigan the rext. Tais wouid surelv result in
the spill over of the complexities of the telecommunicadons induszy and possidbly

confidenual xnowiedge simply by the very nature of the positions these two persons
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occupy in the organization, not by any illegal action. In short, the federal safeguards
may be inadequate to prevent Ameritech from using its monopoly or at least dominant
position in a manner contrary to the public interest without additional protection.

Do you believe the Commission should deny ACI's application for a license at this
time?

Not necessarily. Ivf the Commission grants ACI a license, the Commission should do
so with the awareness that doing so will not produce immediate one stop shopping.
Ameritech must first be granted permission to provide interLATA service. Any
protection associated with requirements for structural separation of ACI from its
affiliates for the provision of interLATA toll services may disappear within three years.
Further, Ameritech cannot jointly market local and toll services at all untl it is granted
permission to provide toll service. When it is permitted to provide toll service, it
appears Ameritech could jointly market the toll of ACI with the local service or
Ameritech Michigan so there is no necessity to grant ACI a license even then. Finally,
even if Ameritech wishes to provide local service out of the same subsidiary as its toll
service, the requirement for a separate subsidiary may disappear in as lirtle as three
years. Both local and toll could then be provided by Ameritech Michigan.

Do you have any additdonal concerns about ACT"s application?

Yes. In Exhibit S0, a discovery question and response concerning whether ACI

would attempt to designate itself as a provider with less than 250,000 end users in the
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State of Michigan, the company refused to respond. Staff believes ACI should not
gscape the requirements of PA 179 as amended by claiming it is a provider with fewer
than 250,000 access lines or end users. Staff therefore recommends, that if this
Commission opts to i1ssue a ﬁcen.;,e to ACI, it should do so with the condition that for
the purposes of PA 179 as amended ACI would not be considered a provider with less
than 250,000 access lines on end users.

Would you please summarize the Staff position?

Of course. In considering whether ACI should be granted a license, I believe the
Commission should first assess whether the license is needed now or at all. The
Commission must determine whether ACI has successfully fulfilled the requirement of
showing it has the necessary financial, managerial and technical resources required for
licensing in Michigan. Finally the Commission must satisfy itself that licensing ACI
would not be contrary to the public interest.

Staff believes to minimize the possibility of adverse impact to the public interest, the
Commission could do one of the following:

1. Issue a license to ACI containing the traditional requirements with an
effective date coincident with ACI's entry into the Michigan interLATA
toll market.

2. Issue a license to ACI containing the traditional requirements, effectve

coincident with ACI’s entry into the Michigan intetL ATA toll market
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and effective only as long as the separate subsidiary requirement exists
for the provision of interLATA toll service. At the time the separate
subsidiary requirament is removed, Ameritech will have to agree to
surrender the license to provide basic local exchange service in Michigan
for either ACI or Ameritech Michigan.

Issue a license to ACI as in Number 2 above but additionally require thét
basic local exchange service be provided on a resale basis only.

Deny ACI's license request. Joint marketing which could include the
toll products of ACI with the local service offerings of Ameritech
Michigan obviates the necessity that ACI provide basic local exchange
service.

Deny ACT’s license request on the basis that ACT has not satistied the

requirements of Section 302 of Act 179 as amended.

Does this compiete vour direct testimony?

Yes.
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AMERITECH ONE STEP CLOSER TO PROVIDING LONG DISTANCE IN ILLINOIS

CHICAGO, April 11 /PRNewswire/ -- Tllinois consumers are one step closer to getting both their
long-distance and local phone service from Ameritech.

The company's long-distance subsidiary, Ameritech Communications, Inc., received a hearing schedule
today on their pleading filed with the Olinois Commerce Commission in Springfield to request
certification to provide long-distance to all llinois consumers and businesses and local service to
consumers in Ameritech, GTE and Centel franchise areas. As a separate subsidiary of Ameritech,
Ameritech Communications is required by law to obtain ICC approval to offer both local and
long-distance service in Illinois.

Approval from the ICC would allow Ameritech Communications to offer customized packages of
local, long-distance and cellular communications services to all llinois residents and businesses, after it
meets the provisions of the recently enacted federal Telecommunications Act of 1996.

Ameritech expects to provide Illinois residents long-distance service by the first quarter of 1997.

"Qur customers have told us they want the option of having a single company provide them with all
their communications needs,"” said Steve Nowick, president of Ameritech Communications, Inc.
"Obtaining certification from the ICC is a critical first-step in meeting our customers' nesds for one-stop
shopping that combines local and long- distance service."

"This request simply brings us closer to being on equal competitive footing with other communications
providers who already have this authority," he added.

Once it has the necessary regulatory approvals, Ameritech Communications plans to purchase local
service from Ameritech, package it with its own long-distance service, and resell the combined services to
Ameritech customers. | ‘

Ameritech's own long-distance network will serve customers in its five-state region. Ameritech
announced in February that it will use WoridCom, Inc. to complete long-distance calls outside the
Ameritech region.

Ameritech has been providing cellular long-distance service in its region for the past six weeks, under
provisions of the new federal telecommunications law. To date, the company has signed up more than
300,000 customers for its cellular long-distance service.

"After we receive the go-ahead to provide landline long-distimce service, we will price competitively
and offer customers the benefits of full-service communications packages, such as local, long-distance:
wireless and possibly security monitoring, cable TV and others," Nowick said.

"Ameritech will be a refreshing alternative to the 'Big Three' long- distance companies that currently
operate as a cozy cartel. They control 90 percent of the market and raise prices in lockstep -- at least
seven times since 1990. That's not competition and it's not benefiting consumers,” Nowick added.

In fact, industry research shows two out of three current long- distance customers are paying full price
for every call they make. As a result, the Big Three are charging two-thirds of their customers at non-
discount prices.

Unlike many of the confusing calling plans offered by the 'Big Three,' Ameritech said it will offer
long-distance plans that are easy to understand and offer real value.

Under the Telecommunications Act of 1996, companies such as Ameritech must provide long-distance
service through a separate subsidiary. Amertech Communications, Inc., created by Ameritech 'vm 1994, is
required to obtain ICC approval to operate as a provider of local and long-distance service in Olinois
because it is a separate and distinct company from Ameritech. Ameritech Communications will start out
in business with no exasting customers, no market share and no customer imformation from Ameritech.

Ameritech, one of the world's largest communications companies, helps more than 13 million
customers keep in touch. The company provides a wide array of local phone, data and video services in



“fllinois, Indiana, Michigan, Ohio and Wisconsin. Ameritech is creating dozens of new information,
entertainment and interactive services for homes, businesses, and governments around the world.

One of the world's leading cellular companies, Ameritech serves more than 1.9 million cellular and
750,000 paging customers and holds cellular mterests in China, Norway and Poland. Ameritech owns
interests in telephone companies in New Zealand and Hungary and in business directories in Germany and
other countries. Nearly | million investors hold Ameritech (NYSE: AIT) shares.

-0- 4/11/96

/CONTACT: Marybeth Jolmson of Amentech, 312-750-5574; marybeth.johnson@ameritech.com/

/The Ameritech logo is available via Wieck Photo Database, 214-392-0888./

(AIT)
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STATE OF MICHIGAN

BEFORE THE MICHIGAN PUBLIC SERVICE COMMISSION

In the Matter of the Application of
AMERITECH COMMUNICATIONS, INC.
for a License to Provide Basic

Local Exchange Service to Ameritech
Michigan and GTE North, Inc.

Exchanges in Michigan

Case No. U-11033

INITIAL BRIEF OF
TCG DETROIT, INC.

TCG Detroit, Inc. (“TCG") submuts this Initial Brief in accordance with the briefing schedule
established by the Administrative Law Judge in this proceeding regarding the zrplication of
Ameritech Communications, Inc.. (" Ameritech Communications”) for a license to provide tasic local
exchange service to Ameritech Michigan and GTE North, Inc. exchanges. In support or’its.Im'tial'
Brief, TCG states as follows:

Introduction

On March 1, 1996, Ameritech Communications, purportedly pursuant to sections 301, 302
and 303 of the Michigan Telecommunications Act (“MTA™)!, filed its application Zor 2 iicense 0
provide basic local exchange service 1o the exchanges currently served solely by Ameritech Michigan

and GTE North, Inc, respecuvely. Ameritech Communications asserts in its application that it will

provide such basic local exchange service on a resold basis, and mayv eventually start coeratin

0Q

asa

‘Being MCL 484 2301, 4842301 and 484 2303, respectively.
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facilities-based local exchange carrier (LEC) when it becomes “economically justifiable.” € 5 of
Application Ameritech Communications also states that its request for a license to provide basic
local exchange service in these exchanges is part of its plans to offer its customers “one-stop
shopping” service, so as to allow cusiomers to receive bundled local, long distance and other services.
€ 4 of Application

The application by Ameritech Communications for certification to provide basic local
exchange service presents to the Michigan Public Service Commussion (“Commuission™) a novel case
which recuires very careful and skeptical scrutiny by the éommission. This applicaticn is the first
case in Michigan in which an affliate of the incumbent monopoly provider of local éxchange services
seeks cenification to provide the same such services as the monopoly provider. Ameritech
Communications, Inc. is a wholly-cwred subsidiary of Ameritech Corporation (“Ameritech”), which
is also the parent company of Ameritech Michigan. Amentech Michigan has been the monopoiy
provider of basic local exchange service in its service territories for almost a century.

Ameritech Communications states in Paragraph 18 of its application that Ameritech

Communications was formed to previce interLATA telecommunications services in anticipation that
it would be allowed to do so under the terms of a proposed order filed by the U.S. Depariment of
Justice or under then pending faceral legislation. Amentech Communications asserss that the
resulting legisiation, the Federal Telecommunicaticns Act of 1996 ("FTA"), enables it as a “separate”
affiliate of Ameritech Michigan. a Regional Beil Operating Company (“RBOC™), to render
interLATA service subject to cerzain structural and transactional raquirements. <€ /& and /9 of

Application Ameritech further asserts that it is seeking authonty from the Commission to provide

basic local exchange service so that it may develop and offer integrated packages of long distance and

(3]



local services, i.e. “one-stop shopping”, once it has obtained approval pursuant to the FTA
Telecommunications Act. 4 7r 350-352  Ameritech Communications and its affiliate Ameritech
Michigan then contend in their presentations in this case that Ameritech has satisfied these
requirements and that the mere existence of these requirements, as it intends to complv with these
requirements, is sufficient to protect consumers and ensure the growth of competition in the State.
3 Tr 275 However, as will be more fully explained below, even the record evidence available in this
case demonstrates that Amentech Michigan has not met the structural separation reguirements
embodied in the FTA,? that the mere existence of a sep;rate affiliate or the litanv of structurai
separation requirements contained in the FTA are not sufficient to “protect customers and the growth
of competition” and that in a situation such as the one in this case in which numerous affiliates exist,
there is an increased probability that the parent monopoly would engage in anti-competitive benhavier

in order to obtain an uncompetitive advantage for its affiliate and subsidiary entities.

its likely market behavior than it answers and clearly does not adequarely address these potential anti-
competitive concerns and. indeed, heightens such concerns. Therefore, it is critical that the
Commission skeptically scrutiize Amentech Communications’ application in this case, looking
beyond its statements of its purporied compliance with the various statutory afiiliate raguirements.
and require that the information necessary for the Commission to properly evaluate and address these

affiliate and anti-competitive concerns before it decides whether this is even a real application for a

license for basic local exchange service, or simplv a vehicle to circumvent competitive safeguards.

*This was not an appropriate issue here in a licensing case under state law.

-
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Since TCG-Detroit is so firmly committed to fair competition in the local exchange, it is
naturally very reluctant to oppose any legitimate application for a license. However, this case is 50
transparent and unsupported it demonstrates the exception. This application for a license if grarn:ad
is more likely to restrain competition and increase monopolization than the opposite. This
application, it seems, is not a legitimate request to provide basic local exchange service, since
Ameritech obviously already possesses that authority. For reasons set forth below, TCG-Detroir feels
one license in the basic locd exchange market for Ameritech is enough, and it opposes this second

one.

Arcument

L THE EVIDENCE IN THIS CASE SHOWS THAT AMERITECH
COMMUNICATIONS’ APPLICATION FOR A LICENSE IS TO OBTAIN A
VEHICLE IN WHICH TO CIRCUMVENT COMPETITIVE SAFEGUARDS
IN PROVIDING INTER-LATA SERVICE RATHFR THAN A GENUINE
DESIRE TO PROVIDE BASIC LOCAL EXCHANGE SERVICE

Ameritech Communications represents in its Applicaticn in this case that it desires 2 license
to provide basic local exchange service in Ameritech Michigan and CTE North's exchanges in

Michigan and authority to provide basic local exchange services on a resold basis. € 3 of Applicaion

(]

Ameritech Communications then incicates that it plans to offer its customers “full service” option:
and provide “one-stop shopping” service which would include long distance, local and other services.
© 4 of Application Cross-examination of Ameritech’s witnesses in :his proceeding, however. maxes
Ameritech’s real objective in requesting a license in this case more transparent. Ameritecn’s real
intentions with respect to its reguest for a license in this case apparently are related less to a desire

to provide local exchange service. and related more to an attempt to circumvent the siaticry



competitive safeguards for affiliates of incumbent monopoly Regional Bell Operating Companies
(RBOC) in connection with the provision of interLATA services.

The federal Telecommunications Act of 1996 authonizes a regional tell holding company to
offer interLATA long distance services both within and outside of their respective regions, provided
that the regional bell holding company complies with certain items contaired on a so-called
“competitive checklist” set forth in Section 151 of the Act. 47 USC § 27/ In its direct presentation
in this proceeding, Ameritech Communications attempts to demonstrate that its cperating and
corporate relationships with Ameritech and Amenitech Nﬁchigan, In conrection with 1ts purported
desire to provide basic local exchange services and “one-stop shopping” phone service, comply with
the requirements contained in the “competitive checklist” of Section 131 of the federal Act’ with
respect to the provision of interLATA service. In doing 5o, Ameritech Communications” true desire
appears to be to have the Commission, give, implicitly through the grant of a license to provide local
exchange service, an imprimatur that Ameritech has complied with the “competitive checkiist” of the
FTA s0 as to enable it to then cbtain approval to provide interL AT A long distance service. Cross-

examination of Ameritech Communications’ witnesses demonstrate the true intentions for the request

for a license in this case.

For example, Ameriteci’s own witness David Teece admits that the real focus of Ameritech

exchange service. Upon cross-examination Mr. Teece testified:

Q. You would agree, also, that ACI since it’s competing with
Amentech Michigan for at least some business also shou!d not
have access to certain information; correct?

347 USC § 271

(i}



